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German Monetary Policy 


In commenting on the recent increase, from 3 per 
cent to 4 per cent, in the German discount rate (see 
this News Survey, Vol. XII, p. 145), Mr. Karl Blessing, 
President of the Deutsche Bundesbank, summarized as 
follows the economic situation in Germany which led to 
the raising of the rate. The German labor market 
showed signs of extreme tension; the situation had 
changed from one of full employment to overfull em- 
ployment, and there was danger that an upward move- 
ment of the entire wage structure might start. Industrial 
orders had risen fast, and backlogs of orders had been 
built up; Mr. Blessing added that backlogs have always 
been the first sign of rising prices. The price climate 
had changed considerably: the cost of living index in 
September 1959 was 2.4 per cent higher than in Sep- 
tember 1958, mostly because of rising prices in agricul- 


ture. Furthermore, investments had increased; the 


growing difficulty of recruiting new labor had led to 
investments which had rationalization as their objective, 


and the optimistic economic outlook had led to invest- 
ment for the expansion of productive equipment. Also, 
the demand for credit showed a rising tendency; there- 
fore, there was the danger of a credit expansion, which 
was regarded as especially severe because of the high 
liquidity of the German economy. 

As a result of this situation, the Bundesbank had 
concluded that it was necessary to act promptly and 
effectively in order to prevent an excessive increase of 
demand with its dangerous consequences for wages 
and prices. Mr. Blessing stated that the measures of 
the Bundesbank have met with widespread approval, 
but there also has been some adverse criticism. Some 
critics have maintained that the Bundesbank lowered 
interest rates too much in 1958; in particular, the lower- 
ing of the rate to 2% per cent in January 1959 has been 
criticized. Mr. Blessing recalled that at that time there 
was still considerable economic pessimism and a general 
call for expansionary measures. His belief is that the 
economic recession of 1958-59 would have hit Germany 
much harder if higher interest rates had been maintained 
in Germany. Other critics have criticized the amount 
and the timing of the increase. In regard to the amount, 
Mr. Blessing said that it was better to take the neces- 
sary measure in one step, in order to prevent the uncer- 
tainty that is linked to the step-by-step procedure. As 
for the timing—shortly before the seasonal decline in 
economic activity—Mr. Blessing said that investment 


plans for 1960 are now being made, and it was consid- 
ered important to dampen the optimistic business 
expectations. 

Finally, some critics have maintained that the whole 
capital market policy of the Bundesbank and the meas- 
ures aimed at stimulating exports of capital have failed. 
Mr. Blessing acknowledged that, from the point of view 
of the capital market and the balance of payments, the 
Bundesbank would have preferred a steadier develop- 
ment of the German economy, which would have made 
it possible to continue the old policy of low rates. But 
the course of policy had to be changed, since the first 
aim of the Bank is to maintain monetary stability. In 
the situation that exists today, the Bank can take into 
consideration capital market and balance of payments 
aspects—important as they are—only if they do not 
interfere with the principal aim of the Bank, which is 
to maintain the purchasing power of the deutsche mark. 
The Bank does not turn a blind eye to the possibility 
that—as in 1955-57—there will again be tensions 
between the measures aimed at internal stability and 
balance of payments developments. The raising of the 
discount rate will certainly not stimulate capital exports, 
and the problem of exchange surpluses may again 
trouble the Bank. Some German banks might repatriate 
part of the funds that they have invested abroad, and 
the outflow of capital will be hampered by the fact that 
it will be more difficult to place foreign loans on the 
German market. But Mr. Blessing stressed the fact that 
the present situation is very different from that in 
1955-57. Monetary conditions in foreign countries are 
much healthier today, and the strong demand for Ger- 
man exports from inflationary deficit countries has 
declined. In recent months, German imports have 
increased more rapidly than exports. The boom now 
noticeable in many countries might lead to an increase 
in German exports, especially of investment goods, but 
since economic activity in Germany will continue high— 
the measures of the Bank are aimed only at avoiding an 
“overheating”—German imports also will continue high. 
Moreover, there is a deficit on account of tourism, and 
the deficit in the balance of donations has increased not 
only temporarily but structurally. Therefore, the re- 
emergence of large surpluses in the current account of 
the balance of payments is unlikely. Also, it would be 
wrong to assume that the export of capital has come to 
a standstill. Private investors have become used to 
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buying foreign securities, and they will probably con- 
tinue to do so. Private capital export in the form of 
direct foreign investment by German firms is likely to 
grow; and finally, publicly supported exports of capital 
to less developed countries—exports that are largely 
independent of interest rate developments in Germany— 
will grow to an increasing extent. Mr. Blessing stressed 
that German capital exports will, therefore, continue 
relatively high and will contribute toward compensating 
for the surplus on current account. 

Source: Deutsche Bundesbank, Monatsberichte, Frank- 

furt am Main, Germany, October 1959. 


Economic Recovery and Commodity Prices 

The revival of business, which has been in progress 
in the, United States for 18 months and which began in 
Western Europe early in 1959, has not yet had any far- 
reaching effect upon commodity prices. I[n general, 
increased demand has been easily absorbed by the avail- 
able supplies, and there has thus been little pressure 
for price adjustment. The persistence of sellers’ markets 
for some important raw materials suggests that schemes 
started earlier for an expansion of output were based on 
long-term growth prospects and did not take recessions 
into account. For some products, the oligopolistic con- 
trol of supply made it possible to maintain prices during 
the recession by reducing output. Other general influ- 
ences upon commodity markets are the practical cessa- 
tion of strategic stockpiling, especially by the United 
States, and the entry of some of the communist countries 
into world markets as substantial sellers of certain 
minerals. 

Furthermore, commodity markets are continuously 
influenced by the tendency for the importance of raw 
materials in world trade to decline. With the substan- 
tial widening of the range of metals used in industry, 
some of the traditional metals have been driven from a 
number of markets, and any expansion of sales of sev- 
eral established raw materials is checked by the com- 
petition of substitutes. The only effective way of check- 
ing the expansion of substitutes is to bring the prices of 
the older raw materials more closely into alignment with 
those of the corresponding substitute materials. 

Source: Kredietbank, Weekly Bulletin, Brussels, Bel- 
gium, October 24, 1959. 


Export-Import Bank Credits 


A credit of $5 million from the Export-Import Bank 
of Washington to Compafiia Swift de la Plata, Argen- 
tina, a subsidiary of International Packers Limited of 
Chicago, was announced on October 26. The credit 
will assist in financing purchases in the United States 
of equipment needed to increase the company’s produc- 
tion. It is part of the line of credit to Argentina estab- 
lished by the Bank in 1958 (see this News Survey, 


Vol. XI, p. 210), and it is repayable over six years 
commencing in 1963. 

A credit of $34 million from the Export-Import 
Bank, to assist the financing of the Enrico Fermi nuclear 
power installation in Italy, was announced on Novem- 
ber 2. The credit is the first issued by the Bank for a 
single atomic power project. The unit is designed to 
permit an increase in output from the initial 165,000 
kilowatt-hours to 225,000 kilowatt-hours. The credit 
is repayable over 15% years beginning in 1964, and 
it is guaranteed by the Italian Government. It will 
finance expenditures in the United States for equipment, 
materials, and services required for the installation of 
the plant. The total cost of the plant is estimated at 
$64 million. 

Sources: The Export-Import Bank of Washington, 
Press Releases, Washington, D.C., October 26 
and November 2, 1959. 


Europe 


U.K. Reserves 

The gold and convertible currency reserves of the 
United Kingdom fell by £93 million in October; at the 
end of the month, they amounted to £1,080 million. 
Had it not been for three special transactions during the 
month, the reserves would have shown another modest 
rise. They had, in fact, increased persistently through- 
out the third quarter of the year, which is usually a 
period of seasonal weakness for sterling. 

The major transaction in October was the repay- 
ment of £91 million in dollars to the Export-Import 
Bank of Washington (see this News Survey, Vol. XII, 
p. 150). This covered $250 million borrowed in Octo- 
ber 1957 and accrued interest of $5.5 million. In addi- 
tion, the United Kingdom paid £4.5 million in settlement 
of bilateral debts outstanding from the European Pay- 
ments Union, and £1 million was paid to the European 
Fund. Without these special transactions the October 
result would have been a gain of £3.5 million. 

At one time it was feared that the approach of the 
Parliamentary election would lead to a sharp run on 
sterling, leading to a drain on the central reserves. In 
fact, nothing of the sort happened, and the pound main- 
tained remarkable stability throughout October. It has 
remained above parity with the U.S. dollar for the whole 
of this year. 

Source: The Times, London, England, November 4, 
1959. 


Hire-Purchase Debt in the United Kingdom 

The U.K. Chancellor of the Exchequer said on 
November 3 that some of the forces stimulating con- 
sumer expenditure would probably lose some of their 
strength from now on, and that the rate of expansion 
in hire-purchase lending must be expected to decline as 
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the volume of repayments increase. Although the rate 
of expansion in hire-purchase debt has been slowing 
down for some months, the growth is still vigorous and 
large; it appears that, so far at least, the shortage of 
new cars, rather than existing commitments, has acted 
as a brake. However, the figures from November on 
should give a more reliable indication, since it will then 
be possible to compare current experience with that of 
an earlier period when there were no controls on hire 
purchase. 

The latest statistics on hire-purchase debt relate to 
September and show a marked revival after the slack- 
ness in August; the increase in September was £28 
million, double that recorded in August, and raised the 
debt to £784 million. The Board of Trade considers 
that the increase was due mainly to seasonal factors, 
though the freer supplies of new cars helped. In 
August, car deliveries were restricted by the aftermath 
of the holidays, strikes, and retooling for new models. 
The change is reflected in the extensions of credit by 
finance houses, which relate largely to cars and which 
in September rose by £18 million, £10 million more than 
in August. 

Moreover, the number of hire-purchase contracts in 
October—which, according to Hire Purchase Informa- 
tion, totaled 135,379, against 136,536 in September— 
suggests the continuance of the “boom,” since the de- 
cline in the number of transactions was related largely to 
motorcycles and scooters, for which the demand is 
strongly seasonal. In contrast, the number of contracts 
for new cars during October was 13,389, against 9,678 
in September, so that the proportion of transactions in 
new cars, compared with those for used cars, has risen 
to more than one in five, against the usual one in eight. 
While some of the increase may be due to the publicity 
arising from the motor show, dealers believe that if the 
cars were available, the number of new car sales would 
rise further. 


Source: The Times, London, England, November 4, 
1959. 


Import Liberalization in France 

In order to bring down food prices (see this News 
Survey, Vol. XII, p. 151) and to reduce costs in agri- 
culture, the French Government on November 4 decided 
to eliminate or to relax restrictions on many imports; 
imports of a large number of fruits and vegetables, 
sausage, canned meat, sauerkraut, and beer were liber- 
alized temporarily until January 1, 1960. Most of these 
products are also temporarily free of customs duties; a 
number of them can be imported free of quantitative 
restrictions only when imported at certain minimum 
prices. At the same time, imports of many consumer 
goods (¢.g., many textiles and small electrical appli- 
ances), as well as certain equipment goods for agricul- 


ture, were made free of restrictions when imported from 

the United States, Canada, or OEEC countries, and 

quotas on imports of certain other agricultural equip- 

ment from the United States, Canada, or OEEC coun- 

tries were increased by 25 per cent. 

Sources: Le Monde, Paris, France, November 5 and 6, 
1959. 


French Budget in 1960 

In the French budget for 1960, which is drawn up in 
terms of new francs, the budget proper is more clearly 
distinguished than in the past from Treasury operations, 
which are to be financed by borrowing instead of taxa- 
tion. M. Giscard d’Estaing, the Financial Under- 
Secretary, said at a press conference that considerable 
severity had been required to keep the “impasse” for 
1960 below the limit of F 600 billion that had been 
laid down by M. Pinay, the Finance Minister. Estimates 
of increased receipts of F 200 billion from taxation and 
of F 100 billion from nonfiscal revenue are based on 
the hypothesis that the favorable developments of 
recent months will continue. Over-all production is 
expected to increase by 5 per cent, industrial produc- 
tion by 6 per cent, private consumption by 4% per 
cent, and wage rates by 3 per cent. 
Source: Le Monde, Paris, France, October 5, 1959. 


Nordic Cooperation 

The Nordic ministers of cooperation have agreed to 
propose to their governments four main tasks for the 
councils of ministers and civil servants which will estab- 
lish the future lines of Nordic economic cooperation 
now that plans for a customs union have been definitely 
shelved. Activities are to be initiated in relation to 
trading policy, to cooperation in production, to economic 
policy, and to research and training. The idea of a 
Nordic investment bank has been discarded. It is pro- 
posed that the ministerial council should consist of one 
minister from each country, with power to coopt other 
ministers particularly concerned with the business before 
the council. The council should also work in close 
contact with organizations representing industry and 
labor. The plans for the new organization will be con- 
sidered at a meeting of the Nordic Council in Stockholm 
early in November, and its activities are expected to 
begin in 1960. 
Source: Svenska Dagbladet, Stockholm, Sweden, Octo- 

ber 17, 1959. 


U.S. Dollar Rate in Sweden 

The Sveriges Riksbank announced on November 5 
a widening of the margins for fluctuations of the U.S. 
dollar rate on the Swedish foreign exchange market; 
thus, effective November 6, the minimum buying rate 
quoted by the Bank for the dollar was lowered from 
SKr 5.1715 to SKr 5.1350, while the maximum selling 
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rate was raised from SKr 5.1750 to SKr 5.2125. The 
new margins permit fluctuations within about %4 per 
cent each side of the par value rate of SKr 5.17321 per 
dollar. 


When announcing the changes, the Riksbank stated 
that the introduction of wider margins does not imply 
any change in the Bank’s general attitude toward 


exchange rates, but is rather to be regarded as a tech- 
nical adjustment to the system of dollar quotations 
applied by other Western European countries. These 
countries adopted wider fluctuation margins for the 
dollar rate in connection with the transition from the 
European Payments Union to the European Monetary 
Agreement at the end of 1958, while Sweden retained 
a smaller margin between the buying and selling rates 
for the dollar. However, whenever the dollar quotations 
abroad exceeded the Swedish rate, the smaller margin 
in Sweden constituted an incentive for foreigners to buy 
dollars through Swedish commercial banks at the maxi- 
mum rate quoted by the Riksbank. On such occasions, 
it also led to a shift of foreign exchange reserves from 
the Riksbank to commercial banks, to the extent that 
the latter preferred to retain the foreign exchange pro- 
ceeds from sales of dollars which they had bought from 
the Riksbank. For example, it is believed that a major 
part of the SKr 226 million decline in the Riksbank’s 
foreign exchange reserves in October, which coincided 
with an increase in the commercial banks’ foreign assets, 
was due to such transactions. The new rates announced 
by the Riksbank are intended to end these transactions 
by making the Swedish system of dollar rates identical 
with that maintained by other countries. 


Source: Svenska Dagbladet, Stockholm, Sweden, No- 
vember 6, 1959. 


Index-Tied Bank Deposits in Finland 


Since the devaluation of the markka, the influences 
which had previously caused a sharp increase in the use 
of index-tied bank deposits in Finland have steadily 
weakened, and the balances in these accounts have 
fallen from Fmk 91.5 billion to Fmk 48.6 billion. The 
ratio of index-tied to all deposits fell from 25.5 per cent 
in August 1958 to 11.6 per cent at the end of 
August 1959. Wholesale prices have now been stable 
for two years, and the cost of living index, to which the 
deposits are tied, has not changed since May 1958. 
Index-tied deposits have therefore become less attrac- 
tive, for the difference of 1 per cent between the 
interest paid on index-tied deposits and the interest on 
normal accounts means that the index-tied deposits are 
less remunerative if the cost of living index rises less 


than 2 per cent during the year. 


Source: Hufvudstadsbladet, Helsinki, 
tember 26, 1959. 


Finland, Sep- 


Production of Electricity in Italy 

The goal set in a five-year plan, covering the period 
1956-60, for electricity production in Italy has been 
exceeded. It is estimated that, by the end of 1960, the 
electric power plants constructed since 1956 will have 
a capacity of more than 12.5 billion kilowatt-hours, 
whereas the plan had envisaged new plants with a total 
capacity of 10.2 billion kilowatt-hours. 

In the last few years, the development of electric 
power in Italy has been substantial. Between 1951 and 
1958, electric power capacity expanded by nearly 6 per 
cent each year, with increases of as much as 8 per cent 
during 1954 and 1955. It is believed that by the end 
of 1963, when the plants now under construction will 
be completed, total capacity will amount to some 67 
billion kilowatt-hours. This figure does not take into 
account the projected nuclear power stations. 

Source: 24 Ore, Milan, Italy, October 16, 1959. 


Yugoslavia’s Monefary and Banking System 

The total number of bank offices in Yugoslavia 
increased during 1958 by 42, from 673 to 715. In 
accordance with the policy of decentralization, the tend- 
ency to transfer both credits and deposits from the 
National Bank to other banks continued in 1958, and 
the number of National Bank offices was reduced from 
150 to 111. The Yugoslav Investment Bank had 31 
offices, and the Yugoslav Bank for Foreign Trade, 11 
offices. The Yugoslav Agricultural Bank has recently 
been established as the third specialized federal bank. 
The number of offices of communal banks, cooperative 
savings banks, and municipal savings banks increased 
during 1958 by 79, to 562. 

During 1958, the credits of the National Bank 
declined by 14 billion dinars, and the credits of all 
other banks increased by 120 billion dinars. The volume 
of credits of the other banks reached 650 billion dinars, 
nearly half the total amount of bank credit, which was 
1,329 billion dinars. The total amount of credit trans- 
ferred as a result of credits granted by the National 
Bank to the other banks was considerably smaller than 
in 1957, so that most of the increase in the credits of 
the other banks, 94 billion dinars, resulted from their 
own credit operations. 

Credits to the Government from the National Bank 
decreased by 24 billion dinars, and those from the other 
banks increased by 16 billion dinars. National Bank 
credits to enterprises for working assets increased by 30 
billion dinars, and the credits of other banks for this 
purpose by 59 billion dinars. 

The deposits of the National Bank declined during 
1958 by 5 billion dinars, while the deposits of other 
banks increased from 369 billion dinars, 30 per cent 
of total deposits, to 480 billion dinars, 35 per cent of 
the total. 
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Credits granted to the other banks have been the most 
direct and most efficient instrument for the regulation 
by the National Bank of the credit potential of other 
banks. At the end of 1958, the credits of other banks 
were covered by credits from the National Bank up to 
66 per cent. The National Bank grants credits to 
another bank on the basis of an application submitted 
together with its latest credit plan, including a survey 
of the plan’s realization in the preceding six months and 
the credit plan for the next period. The National Bank 
also takes into account the extent to which a bank 
requesting credit has adjusted its policy to the objec- 
tives of general credit policy. Thus, it is able to control 
the credit operations of the other banks both quanti- 
tatively and qualitatively. 

The other banks are required to hold in their ordinary 
accounts with the National Bank reserves of 30 per cent 
of their deposits (15 per cent for municipal savings 
banks, of which there are 9, including 7 in Slovenia), 
except for deposits whose use has been deferred by 
legal provisions and the full amount of which has to be 
held in National Bank accounts. During 1958, reserve 
requirements were applied to the deposits of social 
investment funds, housing funds, and other resources 
earmarked for investment purposes, which previously 
had not been taken into account in calculating statu- 
tory reserve requirements. Rates of interest were not 
changed during 1958. On credits to other banks the 
National Bank charged 5 per cent, and on their deposits 
it paid 1 per cent. 

Efforts were made during the year to improve the 
external appearance of the notes in circulation, by 
applying stricter criteria for discarding worn or dam- 
aged notes. 

Source: National Bank of Yugoslavia, Annual Report, 
1958, Belgrade, Yugoslavia. 


Middle East 
Trade Liberalization in Israel 


Israel’s Minister of Commerce and Industry said at 
the current session of the General Agreement on Tariffs 
and Trade (GATT) in Tokyo that Israel now sees its 
way open for a truly free system of world trade. The 
Minister continued: “Two years ago we took our first 
tentative steps toward the easing of administrative con- 
trols in order to ensure a steady flow of raw materials 
for our industry. Our provisional accession to the Gen- 
eral Agreement has given new impetus to our efforts 
toward further trade liberalization. 

“Within the next few months we hope to extend the 
scope of our liberalization policy to a quarter of our 
imports. Where balance of payments considerations 
still prevent us from introducing liberalization, we shall 
have to rely more and more on the establishment of 


global quotas within the framework of multilateral 
rather than bilateral arrangements as before. 

“State trading has never played an important role in 
our import regime. Nevertheless, in accordance with the 
spirit of GATT we intend to reduce government imports 
to the absolute minimum necessary, or to abolish them 
altogether.” 


Source: The Jerusalem Post, Jerusalem, Israel, Octo- 
ber 29, 1959. 


Israel’s Balance of Payments 

The deficit in Israel’s current balance of payments, 
it has been pointed out by Dr. Lehmann, Joint General 
Manager of the Bank Leumi, is highly unusual in that 
it is for the most part financed without any increase in 
Israel's indebtedness to the outside world. The 1958 
deficit of $334 million on account of goods and services 
was almost completely covered by U.S. grants in aid 
($11 million), reparations from Germany ($70 mil- 
lion), German restitution payments to individuals resi- 
dent in Israel ($65 million), United Jewish Appeal and 
other collections and transfers in cash ($86 million) 
and in goods ($18 million), and U.S. agricultural sur- 
pluses paid for in local currency ($28 million). 
Source: Israel Office of Information, I/srael Digest, 

New York, N.Y., October 30, 1959. 


Far East 


Fertilizer Production Program in India 

Plans to build a chemical fertilizer factory about 140 
miles from Madras, in South India, have been an- 
nounced by Montecatini and Company, an Italian 
industrial concern. The factory, whose cost is estimated 
at Rs 100 million (US$21 million), will have a daily 
capacity of 500 tons of urea and will be the largest of 
its kind in the world. Construction is scheduled for 
completion by the end of 1962. The factory will be 
operated by the Neyveli Lignite Corporation, a state- 
owned industrial undertaking, as part of the Govern- 
ment of India’s development program. In accordance 
with the agreement signed with the Government, the 
plant will be operated by Indian engineers and tech- 
nicians. 
Source: The Journal of Commerce, New York, N.Y.., 

November 5, 1959. 


Malayan Exchange Allocations for Foreign Travel 

Malaya has removed restrictions on exchange alloca- 
tions for foreign travel. The basic travel allowance for 
the period November 1, 1958 to October 31, 1959 had 
been £100 for each person over the age of 12 years and 
£70 for each child 12 years of age or under, for travel 
outside the sterling area. However, since November 1, 
1955 there had been a cumulative basic travel allowance 
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of up to £400 for each person over the age of 12 years 
and of £280 for each child aged 12 years or under. 
Sources: International Monetary Fund, Tenth Annual 
Report on Exchange Restrictions, Washing- 
ton, D.C., June 1959; The Journal of Com- 
merce, New York, N.Y., November 6, 1959. 


Financial Cooperation Between Japan and Iran 

The International Bank of Iran and Japan, a joint 
Japanese-Iranian enterprise, has opened for business in 
Tehran. Of the bank’s capital of 200 million rials, 30 
per cent will be provided by the Bank of Tokyo, 5 per 
cent by 10 Japanese business firms, and 65 per cent by 
Iranian companies. Three of the bank’s 11 directors 
will be Japanese selected by the Bank of Tokyo. The 
actual management of the bank will be by an executive 
board of three, two Tokyo bank officials and one 
Iranian banker. 
Source: The Journal of Commerce, New York, N.Y., 

November 6, 1959. 


Foreign Bank in Taiwan 

The Nippon Kangyo Bank of Japan opened a branch 
office in Taipei on September 10. It is the first foreign 
bank to be established in Taiwan since 1945. The 
activities of the bank will center around trade between 
Japan and Taiwan. 


Source: Far Eastern Economic Review, Hong Kong, 


October 22, 1959. 


Flood Damage and Retail Prices in Taiwan 

The increased taxes imposed to repair the serious 
flood damage that occurred in Taiwan last August (see 
this News Survey, Vol. XII, p. 94) are expected to raise 
retail prices of consumer goods by 20-30 per cent. The 
yield from these increases during the next ten months is 
estimated as equivalent to US$16.6 million. 
Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 

October 13, 1959. 


Canada 
Canada’s Foreign Trade 


Canada’s imports in the first three quarters of 1959 
totaled $4.22 billion, which was $400 million, or 11 
per cent, more than in the correspondingwperiod of 
1958. Exports amounted to $3.72 billion, an increase 
of $100 million, or 3 per cent, from January- 
September 1958. The trade deficit therefore increased 
from $200 million in the 1958 period to $500 million 
this year. Notwithstanding this increase, the deficit was 
still 25 per cent below the record set in the first three 
quarters of 1956. 

Although imports from the United States accounted 
for more than half of the rise from 1958 to 1959 in 
total imports, the deficit with the United States rose only 


PUBLICATIONS OF THE INTERNATIONAL MONETARY FUND 
Staff Papers 


Staff Papers contain studies prepared by members of 
the Fund staff on monetary and financial problems. The 
scope of the studies included is illustrated by the titles 
of some of the articles published in recent issues: “Inter- 
est Rates Outside the Organized Money Markets of 
Underdeveloped Countries” (Vol. VI, No. 1, Novem- 
ber 1957); “Economic Development in India: The First 
and Second Five Year Plans” (Vol. VI, No. 2, 
April 1958); “A Note on Gold Production and Additions 
to International Gold Reserves” (Vol. VI, No. 2, 
April 1958); “Nonbank Financial Intermediaries, Credit 
Expansion, and Monetary Policy” (Vol. VI, No. 3, No- 
vember 1958); “The Growth of Financial Intermediaries 
as a Factor in the Effectiveness of Monetary Policy” 
(Vol. VI, No. 3, November 1958); “Variable Reserve 
Requirements Against Commercial Bank Deposits” 
(Vol. VII, No. 1, April 1959). 

Subscription: $3.50 a volume. Three numbers consti- 
tute a volume; however, all the three numbers are not 
necessarily issued within one calendar year. Single copies 
may be purchased for $1.50. 


Balance of Payments Yearbooks 


Volume 11 of the Balance of Payments Yearbook is 
being issued as a series of loose-leaf sections; thus data for 
each country are published as soon as they become 
available. The first sections in the volume were issued 
in June 1959, and the last will probably be issued in 
April 1960. When completed, the volume will contain 
basic statistics for the years 1957 and 1958 for about 75 
countries and will bring to date the basic statements in 
Volumes 5, 8, 9, and 10. 

The five volumes, used together, will provide a com- 
prehenswe record of the most recent balance of payments 
data available for the period 1947-58. They include a 
statement of the concepts and definitions employed 
throughout the Yearbook series; basic statistics, with 
comprehensive explanatory notes, for the countries cov- 
ered; regional details for about two thirds of these coun- 
tries; consolidated area statements for such country 
groups as the United States and Canada, the sterling 
area, OEEC countries, and the Latin American Repub- 
lics; and summary statements, expressed in U.S. dollars 
and covering several years, for most individual countries. 

Subscription: $5.00 a volume. Volume 5 (out of print) 
and Volume 8 are bound volumes; Volumes 9, 10, and 
11 consist of loose-leaf sections, binders for which may 
be purchased separately for $3.50 a binder. 


* + * > * 


Subscriptions are quoted in U.S. dollars. Residents of 
most other countries may make paymeni in local cur- 
rency to addresses that will be supplied on request. 


Address orders to 


The Secretary 
International Monetary Fund 


19th and H Streets, N.W. Washington 25, D. C. 
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moderately, to $570 million, as the rise for exports 
almost equaled that for imports. Substantial increases 
in imports from the United Kingdom, the Common- 
wealth area, and the rest of the world, while exports to 
them either remained unchanged or fell considerably, 
were mainly responsible for the larger deficit in total 
trade. There was almost no change in exports to the 
United Kingdom, a reduction of $20 million in exports 
to other Commonwealth countries, and a decline of $70 
million in exports to all other countries taken together. 
With imports from the total Commonwealth area, 
including the United Kingdom, increasing by $75 mil- 
lion, the trade balance with this area deteriorated by 
$90 million, the surplus amounting to $150 million. A 
$70 million reduction of exports to all other countries 
and .a rise of..$100. million.in imports resulted in a 
deficit of $80 million during the first nine months of 
1959, compared with a surplus of $90 million in the 
corresponding 1958 period. 

Source: Dominion Bureau of Statistics, Daily Bulletin, 

Ottawa, Canada, November 3, 1959. 


Latin America 


Financing of Colombia's Atlantic Railroad 

Colombia’s Minister of Public Works, Mr. Virgilio 
Barco Vargas, reported to Congress on October 28 that 
the Atlantic Railroad may be completed by the end of 
1960 if the present rate of construction is continued. 
Investment in this project since 1952 amounts to 
Col$600 million; an additional Col$150 million will be 
needed to bring it to completion. The original budget 
for 1959 allocated Col$22 million to the railroad; this 
was increased by Col$12 million through an extraor- 
dinary appropriation. In addition, the railroad has 
secured a loan of Col$30 million from the government- 
owned Empresa Colombiana de Petréleos. The railroad 
has been financed in part by two loans, totaling US$41 
million, from the International Bank for Reconstruction 
and Development. 
Source: El Tiempo, Bogota, Colombia, October 29, 

1959. 


Fiscal Policy in Peru 

Upon the request of the Government, the Peruvian 
Senate, on October 23, passed legislation, which had 
been approved by the Chamber of Deputies on Octo- 
ber 15, calling for extraordinary fiscal measures to 
finance the 1959 budget. This year’s excess of expendi- 
ture over revenue is estimated at S/. 907 million. There 
is also a small deficit of S$/. 5 million remaining from 
the 1958 budget. Until September 1959, the Govern- 
ment had already borrowed S/. 623 million from the 
centra'! bank, to meet these deficits. 

The new legislation authorizes the Government to 
raise the remaining S/. 289 million through drawings 


on its bank deposits, transfers from uncommitted “spe- 
cial accounts,” advance payment of income taxes, the 
deferment of some public debt service, and a reduction 
of current expenditure. 


Source: La Prensa, Lima, Peru, October 24, 1959. 
Interest Rates in Brazil 


A number of Brazilian banks have pressed for a 
relaxation of the legal limits upon interest rates which 
are supposed to govern bank transactions. A large 
part of the credit transactions in Brazil is in fact carried 
out by intermediary agencies at interest rates consider- 
ably above these official maximums. In these circum- 
stances, there is little inducement for depositors to 
maintain their bank accounts, and there has accord- 
ingly been some concern over the diversion of credit 
business from the banking system. 0 
Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 

October 13, 1959. 


Argentina's Railway Charges 

The Argentine Secretary for Transport has announced 
increased charges for the Argentine railways. The pro- 
ceeds are to cover part of the railway deficit, which has 
reached M$N 12 billion per annum, and it will also 
finance increased wages for railway employees. It is 
understood that passenger fares will rise by 10-15 per 
cent and freight charges by about 35 per cent. 
Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 

October 14, 1959. 


Other Countries 
Capital Expenditure in Australia 


Private business in Australia expects to spend 
£A 234.6 million on new buildings and other new 
capital equipment in the six months ending Decem- 
ber 1959, compared with actual expenditure of £A 190.8 
million in the six months to June 1959. In the current 
half year, engineering and vehicle industries are 
expected to spend £A 54 million on capital equipment, 
wholesale and retail trade £A 46 million, and transport 
industries £A 28 million. 

Source: The Financial Times, London, England, No- 
vember 2, 1959. 


Australian Wool Prices 

The decline in wool prices in Australia that occurred 
during September (see this News Survey, Vol. XII, 
p. 131) was arrested early in October. Despite a gen- 
eral shortage of better types of wool, competition was 
often strong, with Japanese and Eastern European inter- 
ests continuing to dominate the bidding; there were also 
some indications of an increase in the tempo of U.K. 
participation. A consolidation of weekly gains of up to 
242 per cent in October brought prices back to mid- 
September levels. 
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The wool import allocation by Japan for the six 
months ending March 1960 provides for a total of 
882,000 bales, an increase of 68 per cent over the figure 
for the corresponding period of 1958-59. No indication 
has been given as to where the additional volume of 
wool will be purchased, but it is not unreasonable to 
assume that new orders will be directed toward Aus- 
tralia. 

Source: National Bank of Australasia, Wool Letter, 
Melbourne, Australia, October 24, 1959. 


South African Gold Output 

Gold production by South African mines, which had 
registered a new record figure of 1,749,382 ounces in 
July, declined in August to 1,735,150 ounces, valued 
at £21.6 million. There is still a marked tendency for 
the production of the Free States mines to increase. 
Source: Barclays Bank D.C.O., Overseas Review, Lon- 

don, England, October 1959. 


Morocco’s Exchange Policy 

At the time of the devaluation of the Moroccan 
dirham on October 17 (see this News Survey, Vol. XII, 
p. 133), exchange controls were established for trans- 
fers of funds between Morocco and franc area coun- 
tries, and an obligation was imposed on Moroccan 
nationals to declare their holdings of foreign currencies 
in foreign countries. Despite the imposition of a 10 per 
cent tax on transfers to France and other franc area 
countries, the oucfiow of capital from Morocco after 
the devaluation of the French franc in December 1958 
had reached F 40 billion, or approximately one fourth 
of total bank deposits. The new exchange rate estab- 
lished for the dirham makes 1,000 French francs equal 
to 1,025 Moroccan francs. 

Enterprises operating in Morocco will be permitted to 
transfer dividends to shareholders residing abroad. For- 
eign wage earners will be allowed to transfer 20 per cent 
of their income if they are employed in the private sector 
of the economy, 30 per cent if employed in the public 
sector, and 50 per cent if their family resides abroad. 

Mr. Bouabid, the Minister of National Economy and 
Finance, stated at a press conference that the major 
risk associated with a devaluation such as Morocco was 
making is an increase in the general level of prices. 
The prices of basic consumer goods, such as bread, 
sugar, and oil, which are determined by the Government, 
will remain unchanged, and the National Office of Tea 
is expected to follow the same policy for tea. Customs 
duties on raw materials and semifinished products will 
be either abolished or substantially reduced. Wages in 
the private sector will be raised by 5 per cent, and a 
social security program will be established in 1960. 
Source: Embassy of Morocco, Economic News from 

Morocco, Washington, D.C., October 23, 1959. 
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Kariba Power Charges 

The Federal Power Board of Rhodesia and Nyasa- 
land has announced that the charge for electricity sup- 
plied by the Kariba dam power plant, above the bulk 
supply that is now provided to the various Electricity 
Supply Commissions, will be about 0.45d. per unit. 
This compares with a charge of 0.8d. per unit for the 
bulk supply of electricity at present. The bulk supply 
up to the volume that is now provided to Bulawayo, 
Lusaka, and Salisbury and to the Southern Rhodesian 
Electricity Supply Commission will carry a charge of 
0.8d. per unit, which is equal to the average cost of each 
undertaking. The undertakings that purchase power 
in bulk from the Board will have to decide how much 
of the benefit from reduced charges for increased con- 
sumption will be passed on to present consumers, and 
how much of this benefit will be used to attract impor- 
tant new industrial and other consumers. 


The Federal Board hopes that the offer for additional 
supplies at little more than half the present production 
cost will not only provide an immediate stimulus to 
industrial development, but will also lead to a reduction 
in electricity prices to a lower, more uniform level. 

The first flow of power from the Kariba dam is 
expected in January 1960 and will go to the Copperbelt. 
The next to be supplied will be Salisbury in mid-1960. 
Source: The Financial Times, London, England, No- 

vember 5, 1959. 


Import Liberalization in French West Africa 

Announcements published on October 13 liberalized 
part of the imports of seven of the French West African 
territories, the Ivory Coast, Dahomey, High Volta, 
Mauritania, Niger, Senegal, and the Sudan. Separate 
liberalization lists were issued for imports from OEEC 
countries, for imports from the United States and Can- 
ada, and for imports from other countries. 


Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
October 13, 1959. 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
necessarily those of the Fund. 
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